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Chairman Keiser: Opened the hearing on HB 1368 relating to reduced ignition
propensity standards for cigarettes, to provide a penalty & effective date.
Joe Kroeber~Representative from District 12 which includes 5/6 of Jamestown. See
testimony attachment 1.
Representative N Johnson: Will it increase the cost of the product?

. Kroeber: It is my information it has not increased the cost.
Representative Boe: Do you have any information on the health effects?
Kroeber: | doesn't make one bit of difference.
Representative Boe: | noticed that the penalties are for selling in the state, does this prohibit
our reservation?
Kroeber: To my knowledge, this has no effect on the reservations.
Chairman Keiser: On page two line 5, reference is made to test trials from a single laboratory
will follow within 95 days. What if three labs do test and one falls within 95 consistently and
the others fall below or above?
Kroeber: | don't have any direct knowledge.

Chairman Keiser: We are creating a special fund with a fiscal note with a plus $200,000, what

.are we going to do with that money?
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Kroeber: The AG office is in charge. No increase cost to the state because of the tax.
. Chairman Keiser: You are on appropriations, how well do you like these kinds creations of
funds?

Kroeber: Moderate expense.

Vice Chairman Kasper: Is this mandatory and the health effects.

Kroeber: | have no information on that.

Kroeber: With your permission | would like to pass out a testimony from Nancy Thoem who is
from the Tobacco Free North Dakota who couldn’t be here. See testimony attachment 2.
Dave Nuess~National Fire Protection Association & Coalition for Fire Safe Cigarettes. See
testimony attachment 3.

Representative Amerman: This just covers cigarette but not zig zags.

Dave: Correct.

. Representative Clark: Does this bill do what it is suppose to do?
Dave: Yes, in New York state say an 84% reduction in these types of fires.
Representative Schneider: How is this different from the model act?
Dave: There was a clause to make sure that states were consistent. The other big issue
clause, if the Federal Government took action.
Representative Ruby: The picture of the bands, if you got through the first band and then set it
down. There would be a considerable amount of time that the cigarette perhaps something on
fire before it reached the second band.
Dave: That is all scientifically designed. It's not long enough to ignite.
Jerry Vein~Fire Professional from Grand Forks. In support of HB 1368.
Jim Reuther~Career Firefighter from Jamestown. See testimony attachment 4.

. John Olson~Altrie Client Services. Presented testimony for amendment see attachment 5.
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Vice Chairman Kasper: Has the cigarette industry seen a reduction in sales of these sales?
. John: | don’t think so.
Chairman Keiser: Can we have someone from the previous speakers respond to the
amendments?
Dave: We are in support of Mr Olson’s amendments.
Mike Rud~North Dakota Retail Association. We stand in support of HB 1368. Our concern is
the effective date for time to move out the stock.
Representative Ruby: Do you have any concern for this not applying to the reservations.
Mike: We feel, talking with cigarette manufacturing company that there will be no cost. So |
don’t think it will be that big of an impact.
Representative Gruchalla: Has New York adopted this standard?
Mike: | do not know that.
. Representative Nottestad: I'm playing the devil's advocate, is there a danger of wholesalers
dumping the old cigarette into our market if we do not pass.
Mike: | don't know, but that would be ethically wrong.
Anyone in opposition, neutral?
Ray Lambert~North Dakota State Fire Marshall. Number of fires from cigarette has not gone
up but the cost has. The concern is that this will fall in my office and that will cost. Another
concern is manufacturers from different countries.
Representative Amerman: The money made payable for penalties to your office will the
money go to state fire prevention.
Ray: Already in place.
Representative N Johnson: Would this apply to sales in North Dakota for manufacturers

. outside the country and internet sales.
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Ray: | defer to Dave.

. Dave: Terms of international sales will have to comply with the law including internet sales.
Representative Clark: When you mentioned cost of certifying, would it be easier to certify
manufacturers rather than all those brands?

Ray: The issue is the expense of certification of manufactures. We will do spot checks for
inspecting brands.

Kathleen Mangskau~Chairman of the Tobacco Prevention & Control Advisory Committee. We
are also neutral. See testimony attachment 6.

Closes the hearing on HB 1368.

What are the wishes of the committee?

Representative Schneider: Moves the amendment.

Representative Ruby: Second

. All in favor all aye’s.

Representative Gruchalla: Move a do pass as amended.
Representative Nottestad: Seconded.
Committee Roll Call with motion carries 13 yea’s, 0 no’s, 0 absent and Representative

Schneider is the carrier.




FISCAL NOTE

Requested by Legislative Council
04/29/2009

Amendment to: Reengrossed
HB 1368

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared fo
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General [OtherFunds| General |[OtherFunds| General |[Other Funds
Fund Fund Fund
Revenues $0 50 30 $225,000 $0 $225.000
Expenditures $0 30 30 $225,000 $0 $225,000
Appropriations $0 $0 30 $225,000) $0 $225,000

1B. County, city, and school district fiscal effect: I/dentify the fiscal effect on the appropriate political subdivision.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

This bill relates to the sale of reduced ignition propensity standards for cigarettes in North Dakota. it requires the Fire
Marshal in the Office of Attorney General to assure testing is performed on each cigarette brand to determine the
cigarettes comply with the specified performance standards.

. B. Fiscal impact sections: [dentify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments relevant fo the analysis.

The Reduced Cigarette ignition Propensity and Firefighter Protection Act Enforcement Fund is created by this bill, into
which the cigarette brand certification fees are deposited and spent pursuant to legislative appropriation to fund the
processing, testing, enforcement, and oversight activities required by the bill. The initial fee is $250 per cigarette
brand. The Fire Marshal can adjust this fee annually to assure it funds the cost of the performing the compliance
testing. Each cigarette must be recertified every 3 years. The bill also includes monetary penalties for violation of
NDCC Section 18-13-02, created by this bill, which are to be deposited into the Fire Prevention and Public Safety
Fund to support fire safety and prevention programs.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budgst.

For each brand to be certified the manufacturer must pay $250 per year to the Fire Marshal. Monetary penalties for
viclations of NDCC Section 18-13-02 are deposited into the Fire Prevention and Public Safety Fund to support fire
safety and prevention programs.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

The Fire Marshal is responsible for processing, testing, enforcement, and oversight of the reduced ignition propensity
standards for cigarettes program. Expenditures include inspection travel and IT contractual costs to carry out these
responsibilities.

. C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a



continuing appropriation.

The Executive Recommendation did not include an appropriation for this program. These monies need to be
. appropriated to the Office of Attorney Generai for the Fire Marshal to complete its duties as provided for in this bill.

Name: Kathy Roll lAgency: Office of Attorney General

Phone Number: 328-3622

Date Prepared: 04/29/2009




FISCAL NOTE

Requested by Legislative Council
03/20/2009

Amendment to: Reengrossed
HB 1368

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding fevels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General |{Other Funds| General |Other Funds| General {Other Funds
Fund Fund Fund
Revenues $ $ $0 $80,000 $0 30
Expenditures $0 $0 30 $80,000 $0 $0
Appropriations $0 $0 $0 $80,00 $0 30

1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

This bill relates to the sale of reduced ignition propensity standards for cigarettes in North Dakota. It requires the Fire
Marshal in the Office of Attorney General to assure testing is performed on each cigarette brand to determine the
cigarettes comply with the specified performance standards.

B. Fiscal impact sections: {dentify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments relevant to the analysis.

The Reduced Cigarette Ignition Propensity and Firefighter Protection Act Enforcement fund is created by this bill, into
which the initial certification fees are deposited and spent pursuant to legislative appropriation to complete the
processing, testing, enforcement, and oversight activities required by the bill. The fee is $100 per cigarette brand.
Each cigarette must be recertified every 3 years.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue lype and
fund affected and any amounts included in the executive budget.

For each brand to be certified the manufacturer must pay $100 to the Fire Marshal.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

The Fire Marshal is responsible for processing, testing, enforcement, and oversight of the reduced ignition propensity
standards for cigarettes program. Expenditures include inspection travel and IT contractual costs to carry out these
responsibilities.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a
continuing appropriation.

. The Executive Recommendation did not include an appropriation for this program. These monies need to be

appropriated to the Office of Attorney General for the Fire Marshal to complete its duties as provided for in this bill.




Name:

Kathy Roll

\Agency:

Office of Attorney General

Phone Number:

328-3622

Date Prepared:

03/24/2009




FISCAL NOTE

Requested by Legislative Council
02/11/2009

Amendment to; Engrossed
HB 1368

1A, State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General |Other Funds| General |OtherFunds| Generat |Other Funds
Fund Fund Fund
Revenues $0 30 $ $200,000 50
Expenditures $0 30 $ $200,000 30
Appropriations $0 30 $ $200,000 30

1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited to 300 characters).

This bill relates to the sale of reduced ignition propensity standards for cigarettes in North Dakota. It requires the Fire
Marshal in the Office of Attorney General to assure testing is performed on each cigarette brand to determine the
cigarettes comply with the specified performance standards.

B. Fiscal impact sections: /dentify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments refevant to the analysis.

This bill creates two funds:

The Reduced Cigarette Ignition Propensity and Firefighter Protection Act Enforcement fund, into which the
certification fees are deposited and spent pursuant to legislative appropriation to complete the processing, testing,
enforcement, and oversight activities required by the bill, and

The Fire Prevention and Public Safety fund, into which all assessed penalties collected under NDCC Section 18-13-05
are deposited, and spent pursuant to legislative appropriation to support fire safety and prevention programs.

The amendments adopted do not change the estimated fiscal impact of the original fiscal note.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

For each brand to be certified the manufacturer must pay at least $250 every three years to the Fire Marshal. The
Fire Marshal may adjust the fee annually to cover the costs of processing, testing, enforcement, and oversight for this
purpose. Estimated revenues for the 2011 -13 biennium are unknown at this time since the bill provides for a three
year recertification and is effective August 1, 2010.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

The Fire Marshal is responsible for processing, testing, enforcement, and oversight of the reduced ignition propensity
standards for cigarettes program. Expenditures include inspection travel, IT contractual costs and professional
services costs to carry out these responsibilities. The expenditures are funded by the manufacturer when submitting
testing certifications meeting the established standards.



The amendments adopted do not change the estimated fiscal impact of the original fiscal note.

C. Appropriations: Explain the appropriation amounts. Provide delail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and

appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a
continuing appropriation.

The Executive Recommendation did not include an appropriation for this program. These monies need to be
appropriated to the Office of Attorney General for the Fire Marshal to complete its duties as provided for in this bill.

The amendments adopted do not change the estimated fiscal impact of the original fiscal note.

Name: Kathy Roll Agency: Office of Attorney General

Phone Number: 328-3622 Date Prepared: 02/11/2009




FISCAL NOTE

Requested by Legislative Council
01/22/2009

Amendment to; HB 1368

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General |OtherFunds| General |OtherFunds| General |Other Funds
Fund Fund Fund
Revenues 50 $0 50 $200,000 $0
Expenditures $ $ $0l $200,000 $0
Appropriations $ $ $0| $200,000 $0

1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisfons having fiscal impact (imited to 300 characters).

This bill relates to the sale of reduced ignition propensity standards for cigarettes in North Dakota. It requires the Fire
Marshal in the Office of Attorney General to assure testing is performed on each cigarette brand to determine the
cigarettes comply with the specified performance standards.

B. Fiscal impact sections: /dentify and provide a brief description of the seciions of the measure which
have fiscal impact. Include any assumptions and comments relevant to the analysis.

This bill creates two funds:

The Reduced Cigarette Ignition Propensity and Firefighter Protection Act Enforcement fund, into which the
certification fees are deposited and spent pursuant to legislative appropriation to complete the processing, testing,
enforcement, and oversight activities required by the bill, and

The Fire Prevention and Public Safety fund, into which ail assessed penaities collected under NDCC Section 18-13-05
are deposited, and spent pursuant to legislative appropriation to support fire safety and prevention programs.

The amendments adopted do not change the estimated fiscal impact of the original fiscal note.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

For each brand to be certified the manufacturer must pay at least $250 every three years to the Fire Marshal. The
Fire Marshal may adjust the fee annually to cover the costs of processing, testing, enforcement, and oversight for this
purpose. Estimated revenues for the 2011 -13 biennium are unknown at this time since the bill provides for a three
year recertification and is effective August 1, 2010.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

The Fire Marshal is responsible for processing, testing, enforcement, and oversight of the reduced ignition propensity
standards for cigarettes program. Expenditures include inspection travel, IT contractual costs and professional
services costs to carry out these responsibilities. The expenditures are funded by the manufacturer when submitting
testing certifications meeting the established standards.



The amendments adopted do not change the estimated fiscal impact of the original fiscal note.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and

appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a
continuing appropriation.

The Executive Recommendation did not include an appropriation for this program. These monies need to be
appropriated to the Office of Attorney General for the Fire Marshal to complete its duties as provided for in this hill.

The amendments adopted do not change the estimated fiscal impact of the original fiscal note.

Name: Kathy Roll Agency: Office of Attorney General

Phone Number: 328-3622 Date Prepared: 01/22/2009




FISCAL NOTE

Requested by Legislative Council
01/15/2009

Bill/Resolution No.: HB 1368

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
General [Other Funds| General |Other Funds| General |Other Funds
Fund Fund Fund
Revenues $0 £0 50 $200,000) 50
Expenditures $0 $0 $0 $200,000 $0
Appropriations $0 $0) 30 $200,000 50

1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited fo 300 characters).

This bill relates to the sale of reduced ignition propensity standards for cigarettes in North Dakota. It requires the Fire
Marshal in the Office of Attorney General to assure testing is performed on each cigarette brand to determine the
cigarettes comply with the specified performance standards.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which
have fiscal impact. include any assumptions and comments relevant to the analysis.

This bill creates two funds:

The Reduced Cigarette Ignition Propensity and Firefighter Protection Act Enforcement fund, into which the
certification fees are deposited and spent pursuant to legislative appropriation to complete the processing, testing,
enforcement, and oversight activities required by the bill, and

The Fire Prevention and Public Safety fund, into which all assessed penalties collected under NDCC Section 18-13-05
are deposited, and spent pursuant to legislative appropriation to support fire safety and prevention programs.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

For each brand to be certified the manufacturer must pay at least $250 every three years to the Fire Marshal. The
Fire Marshal may adjust the fee annually to cover the costs of processing, testing, enforcement, and oversight for this
purpose. Estimated revenues for the 2011 -13 biennium are unknown at this time since the bill provides for a three
year recertification and is effective August 1, 2010.

B. Expenditures: Explain the expenditure amounts. Provide detail, when ap,bropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

The Fire Marshal is responsible for processing, testing, enforcement, and oversight of the reduced ignition propensity
standards for cigarettes program. Expenditures include inspection travel, IT contractual costs and professional
services costs to carry out these responsibilities. The expenditures are funded by the manufacturer when submitting
testing certifications meeting the established standards.

C. Appropriations: Explain the appropriation amounts. Pravide defail, when appropriate, for each agency



and fund affected. Explain the refationship between the amounts shown for expenditures and

appropriations. indicate whether the appropriation is also included in the executive budget or refates to a
continuing appropriation.

The Executive Recommendation did not include an appropriation for this program. These monies need to be
appropriated to the Office of Attorney General for the Fire Marshal to complete its duties as provided for in this bill.

Name:

Kathy Roll

Agency: Office of Attorney General

Phone Number:;

328-3622

Date Prepared: 01/16/2009




/ 90255.0101 Adopted by the Industry, Business and Labor \I\E’

Title.0200 Committee ql
January 19, 2009 l \
\ef =

. PROPOSED AMENDMENTS TO HOUSE BILL NO. 1368

Page 1, line 2, remove "and"

Page 1, line 3, after "date” insert *; and to provide an expiration date"

Page 5, line 1, replace "wholesale" with ":
a. Wholesale"
Page 5, line 6, after "year" insert "; or

b. The sale of cigarsttes solely for the purpose of consumer testing. For
purposes of this subsection, "consumer testing" means an

assessment of cigarettes which is conducted by a manufacturer, or
under the control and direction of a manufacturer, for the purpose of
evaluating consumer acceptance of those cigarettes, utilizing only the

quantity of cigarettes which is reasonably necessary for the
assessment.

This chapter must be interpreted and construed to effectuate its general
purpose to make uniform this chapter with the laws of those states that

have enacted reduced cigarette ignition propensity laws as of the date this
chapter is enacted”

Page 5, line 31, replace "a fee of at least" with "an initial fee of"

|

Page 8, line 15, replace "for a first offense, and for a subsequent” with ", but"

Page 8, line 16, remove "offense a civil penalty”

Page 8, replace lines 21 through 25 with:

"5. If any law enforcement personnel or duly authorized representative of the

state fire marshal discovers any cigarettes for which no certification has
been filed as required by section 18-13-03, or which have not been marked
as required by section 18-13-04, that personnel or representative may
seize and take possession of the cigarettes. Cigarettes seized under this
subsection must be destroyed: provided, however, that before the

destruction of the cigarettes, the true holder of the trademark rlqhts in the

cigarette brand is permitted to inspect the cigarette.”

Page 8, line 28, replace "injunctive relief or to" with ":

a. Preliminary or permanent injunctive relief against any manufacturer,

importer, wholesale dealer, retail dealer, agent, or any other person to
enjoin the person from selling, offering to sell, or affixing tax stamps to

any cigarette that does not comply with the requirements of this
. chapter: or

Page No. 1 90255.0101



ol e
g-.. Igll
Page 8, line 30, after the underscored period insert:
l|7.l| b

Page 9, line 31, after "DATE" insert " - EXPIRATION DATE" and after "2010" insert ", however,
this Act becomes ineffective on the date the state fire marshal certifies to the legislative
council that a federal reduced cigarette ignition propensity standard has been adopted
and has become effective”

Renumber accordingly

Page No. 2 90255.0101
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Roll Call Vote # I

2009 HOUSE STANDING COMMITTEE %OLL CALL VOTES

BILL/RESOLUTIONNO. 13 (
House House, Business & Labor Committee
[] Check here for Conference Committee
Legislative Council Amendment Number
Action Taken E Do Pass D Do Not Pass As Amended
Motion Made By Seconded By
Representatives Yes | No Representatives Yes | No
Chairman Keiser % Representative Amerman ™
Vice Chairman ® Representative Boe X
Representative Clark % Representative Gruchalla X
Representative N Johnson X Representative Schneider »
Representative Nottestad x Representative Thorpe X
Representative Ruby ®
Representative Sukut x
Representative Vigesaa X
Total (Yes) 1% No O
Absent O

Floor Assignment R—Q.O . Soh h_Q;Ld.ﬂfL;

If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: HR-11-0618
January 20, 2009 3:22 p.m. Carrier: Schneider
Insert LC; 90255.0101  Title: .0200

REPORT OF STANDING COMMITTEE
HB 1368: Industry, Business and Labor Committee (Rep.Keiser, Chairman)
recommends AMENDMENTS AS FOLLOWS and when so amended, recommends
DO PASS (13 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1368 was placed
on the Sixth order on the calendar.

Page 1, line 2, remove "and"
Page 1, line 3, after "date” insert "; and to provide an expiration date"
Page 5, line 1, replace "wholesale" with ";
a. Wholesale™
Page 5, line 6, after "year” insert ", or
b. The sale of cigarettes solely for the purpose of consumer testing. For
purposes of this subsection, "consumer testing” means an
assessment of cigareties which _is conducted by a manufacturer, or
under the control and direction of a manufacturer, for the purpose of
evaluating consumer acceptance of those cigarettes, utilizing only the

quantity of cigarettes which is reasonably necessary for the
assessment.

oo

This_chapter must be interpreted and construed to effectuate its general
purpose to make uniform this chapter with the laws of those states that
have enacted reduced cigarette ignition propensity laws as of the date this
chapter is enacted"

Page 5, line 31, replace "a fee of at least” with "an_initial fee of"

Page 8, line 15, replace "for a first offense, and for a subsequent” with *, but"

Page 8, line 16, remove "offense a civil penalty”
Page 8, replace lines 21 through 25 with:

"5. |If any law enforcement personnel or duly authorized representative of the
state fire marshal discovers any cigarettes for which no cerification has
been filed as required by section 18-13-03, or which have not been
marked as required by section 18-13-04, that personnel or representative
may seize _and take possession of the cigarettes. Cigarettes seized under
this subsection must be destroyed:; provided., however, that before the
destruction of the cigarettes, the true holder of the trademark rights in the
cigarette brand is permitted to ingpect the cigarette.”

Page 8, line 28, replace "injunctive relief or 10" with ":

a. Preliminary or permanent injunctive relief against any_manufacturer,
importer, wholesale dealer, retail dealer, agent, or any other person
to enjoin the person from selling, offering to sell, or affixing tax
stamps to any cigarette that does not comply with the requirements of
this chapter; or

g:- T_oll

Page 8, line 30, after the underscored period insert:

(2} DESK, {3} COMM Page No. 1 HR-11-0618



REPORT OF STANDING COMMITTEE (410) Module No: HR-11-0618
January 20, 2009 3:22 p.m. Carrier: Schneider
Insert LC: 90255.0101 Title: .0200

I|7'|l

Page 9, line 31, after "DATE" insert " - EXPIRATION DATE" and after "2010" insert ",
however, this Act becomes ineffective on the date the state fire marshal certifies to the
legislative council that a federal reduced cigarstte ignition propensity standard has
been adopted and has become effective”

Renumber accordingly

(2) DESK, (3) COMM Page No. 2 HR-11-0618
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2009 HOUSE STANDING COMMITTEE MINUTES

Bill/Resolution No. 1368
House Appropriations Committee
[ ] Check here for Conference Committee
Hearing Date: February 5, 2009

Recorder Job Number: 8741

Committee Clerk Signature 7//(,(9 /Z;”‘ ‘4 M,é/é/

Minutes:

Chairman Svedjan: We did agree to amend it here.

Rep. Kroeber: We did amend it. Will you carry it?

Rep. Kroeber: | would have to carry it.

Chairman Svedjan: Ok, Rep. Kroeber.

Rep. Skarphol: This is the first one up, so let's talk about that briefly. | would think that it would
be appropriate for Rep. Schneider to carry the bill to explain the essence of the bill and Rep.
Kroeber to address what we did in Appropriations in this particular case.

Chairman Svedjan: | think that in affect will happen.

Rep. Skarphol: Ok.

Chairman Svedjan: We will have you carry the bill and you can talk to Rep. Schneider to
provide whatever is necessary from IBL..

Rep. Kroeber: Was that your intention Rep. Skarphol? Or were you talking about that | would
be responsible for the amendment once on the 12" order and then he would be responsible for
the bill?

Rep. Skarphol: Somehow on the calendar it needs to be reflected who is going to explain the

(\ . philosophy of the bill and who should explain the Appropriation's action on the bill.




Page 2

House Appropriations Committee
Bill/Resolution No. 1368

Hearing Date: February 5, 2009

Rep. Berg: It would seem appropriate that this bill is going to go on the 6" order. That if there
are any questions on the amendments, Rep. Kroeber would address those questions. Then if
they are automatically adopted it goes right to the 11" order. ( think it is appropriate that the bill
carrier whoever on is on the standing committee takes the bill. Clearly no one had a question
on the amendments so they were adopted. So, the bill carrier needs to know what
amendments we adopted and why.

Rep. Kroeber: 1'd be happy to provide that inforhation to Rep. Schneider.

Chairman Svedjan: 'm assuming there is no discussion on the amendment

So, Rep. Berg you are saying the calendar then would show Rep. Kroeber.

Rep. Berg: On the 6™ order it should be Rep. Kroeber whoever from this committee if an
amendment was placed on it.

Chairman Svedjan: Ok.

Rep. Berg: Then if there is a question, one of the members on this committee better be
prepared to get up and address it. if those amendments pass, then there shouldn't be
questions on the amendment, the question should be targeted on the whole bill. | think on the
calendar we put the Appropriations Committee vote as well as the Standing Committee’s vote
on the bill when it is on the 11" order.

Chairman Svedjan: We will work that out with the Speaker.
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Minutes:

Chm. Svedjan: We have a number of bills that we want to take up and hopefully take final
action on today. The first being HB 1368 and Rep. Kroeber is filling in for Rep. Kaiser. You
should all have a copy of the fiscal note, but on the second page of that fiscal note it indicated
that the executive recommendation did not include an appropriation for this program. These
monies need to be appropriated to the Office of the Attorney General for the fire marshal to
compiete its duties as provided for in this bill. This bill generates revenue and based on the
revenue the expenditures can only be to the extent of the revenues, but there was no authority
to spend the money. That is why | requested this be brought down to this committee to ensure
that's there. Maybe | pre-empted you on this, but Rep. Kroeber.

Rep. Kroeber approached the podium and distributed written testimony and amendment .0201
(Attachments A and B). Rep. Kroeber reviewed his written testimony.

Rep. Kroeber: Thank Rep. Delzer for recognizing that the bill contained the authority to collect
the dollars, but needed this added language in order to use the dollars and that is amendment

.0201 Kathy Roll is here from the AG's office who will be responsible for handling of the

finances so she can help us also with any questions.



Page 2

House Appropriations Committee
Bill/Resolution No. 1368

Hearing Date: February 5, 2009

Chm. Svedjan: the two appropriations contained in your amendment differ from what was

. shown on the fiscal note. There is actually an additional $25,000 in here. Would you address
that please?
Rep. Kroeber: I'll ask Kathy to address that, | developed the amendment; | hadn’t seen the
fiscal note before.
Rep. Kaldor: How does the fire marshal do this? Do they randomly check cigarettes that are
sold in order to determine or not they are in compliance?
Rep. Kroeber: This is actually handled with the AG's office and fire marshal which is in their
division so Kathy will explain that.
Kathy Roill, Office of Attorney General: There will probably be a combination of things. There
will be inspections, but also people who report cigarettes that don't have the designation.

, Regarding the Fiscal Note, we did not estimate anything for the penalties and that’s the reason

. for the difference.

Chm. Svedjan: So the $25,000 is related to that?
Ms. Roll: That's correct.
Rep. Kempenich: Is this a continuing appropriation fund?
Ms. Roill: It is subject to legislative appropriation.
Rep. Kempenich: You don't have a fund set up for this right now?
Ms. Roll: That is correct.
Rep. Dosch: As far as this money is coming from, have you considered other than this new
Tobacco Coalition rather than the Fire Prevention Func_i?
Rep. Kroeber: No we did not consider that. At the time we drew up the bill, that had not been

voted on yet, we have been working on this for about a year. The cigarette companies pay the

\.
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amount of money you need to take in and run the program and, we should not have to use
. those dollars to take and implement this change.

Rep. Delzer: What happens on the reservations?

Rep. Kroeber: The reservations are exempt. The testimony that we received when the AG’s

office at the last hearing is that not correct Kathy?

Ms. Roll: | did not attend that hearing so | am not certain, but | can find that out if you like.

Rep. Delzer: Is there any penalty for people that have cigarettes that are not like this?

Rep. Kroeber: No. It is not for the person, this is for the retail. There is no penalty on the

individual.

Chm. Svedjan: Rep. Kroeber do you want to move the amendments?

Rep. Kroeber moved to adopt amendment .0201.

Rep. Ekstrom seconded the motion.

. Rep. Wald: Is there any absolute prohibition stating that we couldn't take this money if we were
going to fund it out of the Tobacco Fund? It iooks to me that this is a tobacco issue without
question, so why shouldn't those funds be used for this?

Rep. Kroeber: In looking at the use of those funds, this would have to come through the
committee and we should be able to handle without using any of those funds. This is basically
legislation that is in place in 45-46 states plus all across Canada is an issue the tobacco
companies have been dealing with for quite some time. | don't think that would be necessary.
Rep. Kaldor: The retailer is subject to the penalty or the manufacturer?

Rep. Kroeber: The manufacturer, but the retailer has some obligation to check stock. They will
have plenty of time to get rid of existing stock before the date this will go into effect.

Chm. Svedjan; The manufacturer pays the $250 that's what creates the fund for Section 2 of

- . the bill, the $200,000 estimated?
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Rep. Kroeber: That's what | understand.

. Rep. Hawken: Is this type of cigarette readily available?

Rep. Kroeber: Yes, it is already in effect in 22 states plus the District of Columbia and another
15 states have already passed the law. it is in effect all across Canada and has been for some
time. They are readily available.

Rep. Dosch: I'm assuming the price of the cigarettes would be a little more expensive?

Rep. Kroeber: The cost would not be very different.

Rep. Dosch: If we're not certain that this ties in on the Indian Reservations, we are doing half a
job. That would make the cigarettes they are already selling for no tax on the reservations
even more prevalent and that is my concern.

Rep. Kroeber: That's the way all cigarettes sales are handled on the reservation so this doesn’t
change that. As two cigarette taxes, Minnesota has $1.49 on each pack and South Dakota has
. $1.53, Montana has a $1.70 and we have 44 cents. Any increase that would occur would not
be any significant increase for the smoker with this bill.

Rep. Nelson: In short order it appears all states will be going in that direction. Would you
foresee that this testing in the future would no longer be needed?

Rep. Kroeber: It's hard to say because of the different sizes of the manufacturers.

Rep. Skarphol: What does this do to the person that rolis his own cigarettes?

Rep. Kroeber: Those who roll their own cigarettes would not have the safety part of smoking
that this would take and give other people. So it would not affect it.

Rep. Skarphol: So it is not a product that is absorbed by the tobacco, but some other
mechanism that (drops sentence).

Rep. Kroeber: The cigarette paper has two what they call speed bumps on it which are bands

.on the paper and as it runs in the band the cigarette is not being actively smoked at that point
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and time. It has a high tendency to take and go out. It does not affect anything that is not
wrapped in cigarette paper, like cigars for example are wrapped in leaf and they are not
affected.

Rep. Thoreson: Because you have to actively smoke the cigarette to keep it lit, there is some
concern that people rather than setting it down in the ash tray are more likely to keep smoking
it and inhale more smoke into their lungs. Is has there been any studies that you know of, done
to address the health concerns for the people who are using these type of cigarettes?

Rep. Kroeber: | do not know of any long term study.

Chm. Svedjan: We are not conducting another hearing. We are looking at the monetary
aspects of this.

Rep. Berg: There is about $12 million more that is going into tobacco prevention. I think that is
the question we need to decide. We have a funding source here that can analyze these and
decide whether or not they have merit. That is the question we need to know as a committee,
is there another funding source?

Chm. Svedjan: The funding source comes from the manufacturers. That is what creates the
revenue and then the authority would be for the fire marshal to spend from within the funds
that are generated from the manufacturer.

Rep. Berg: Wherever that fund comes from it is paid for by the consumer by an indirect tax.
We do have a group that is charged with reducing tobacco use and would like them to weigh in
on these things as we move forward.

Rep. Kaldor: In either case, the funding is coming from the tobacco industry. It is not a

measure to prevent tobacco usage.
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Rep. Delzer: How did you come up with the civil penalties and who directs them? What are

they used for? You supposedly have enough money to cover this fund with the fee to the
manufacturers and yet these massive civil penalties are there. That is just from the model?
Rep. Kroeber: It came from the model legislation which was developed with the coalition and
tobacco companies.

Rep. Delzer: | can see the one on the manufacturers, but when you look $500 and $2,000 for
the retailers; | know it says knowingly, but who does this, just the attorney general? What are
the appeal processes?

Rep. Kroeber: The key term is “knowingly.” That they knowingly choose to take and sell the
cigarettes.

Rep. Kiein: We have the amendment before us, | move the question.

Rep. Kaldor moved a Do Pass as amended by .0201.

Rep. Metcalf seconded the motion.

Voice Vote of adoption of amendment.

MOTION CARRIED, AMENDMENT ADOPTED.

Rep. Kaldor: Do Pass As Amended.

Rep. Metcalf: Second.

Rep. Skarphol: In this particular legislation that allows for a civil penalty and | am assuming
that is being collected by the AG'’s office, what is the use of that civil penalty once it is
accumulated in the Attorney General's Office? Civil penalties in the Ag Commissioner's Office
go to the Ag Commissioner to be used by the Ag Commissioner. I'm looking at page 6 of
Subsection B of 2 where it does allow for subject to a civil penalty not to exceed $5,000.

Ms. Roll: On page 9 of the bill it provides for a fire prevention public safety fund and that is

. where the penalties that are collected are deposited.
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Rep. Skarphol: So in addition to the monies collected from the tobacco tndustry that is where
those monies would go into as well?

Ms. Roll: There are two separate fuﬁds, the fire prevention public safety fund and the reduce
the cigarette ignition for (inaudible) fire fighters protection act. Look at your amendments in
Section 2. The monies that go into that fund are a $250 fee that is charged every three years
to manufacturers. In Section 3 of the appropriation, that $2,500 would be any penalties that are
collected.

Roll Call Vote: 16 yes, 8 no, 1 absent.

MOTION CARRIED.

Rep. Kroeber: | would ask that we could have the bill carrier from the committee which heard
the entire policy committee would carry this on the fioor. | think that is what we have done in
the past out of this committee.

Chm. Svedjan: Who was that?

Rep. Kroeber: Rep. Schneider: And I'm sure he is aware of it.

Chm. Svedjan: Then that's what we will do.
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1368

Page 1, line 2, after the second semicolon insert "to provide an appropriation;"

Page 10, after line 12, insert:

“SECTION 2. APPROPRIATION. There is appropriated out of any monays in
the Reduced Cigarette Ignition Propensity and Firefighter Protection Act enforcement
fund in the state treasury, not otherwise appropriated, the sum of $200,000, or so much
of the sum as may be necessary, to the attorney general to be made available to the
state fire marshal for the purpose of processing, testing, enforcement, and oversight
activities in this Act, for the biennium beginning July 1, 2009, and ending June 30, 2011.

SECTION 3. APPROPRIATION. There is appropriated out of any moneys in
the fire prevention and public safety fund, not otherwise appropriated, the sum of
$25,000, or so much of the sum as may be necessary, to the attorney general to be
made available to the state fire marshal for the purpose of supporting fire safety and
prevention programs, for the biennium beginning July 1, 2009, and ending June 30,
2011."

Renumber accordingly

Page No. 1 90255.0201
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Legisiative Council Amendment Number ZFO2SG. s 20/

Action Taken % « P20/
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Representatives Yes | No Representatives Yes | No

Chairman Svedjan
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Rep. Skarphol Rep. Kroeber
Rep. Wald Rep. Onstad
Rep. Hawken Rep. Williams
Rep. Klein

Rep. Martinson
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Rep. Berg Rep. Meyer
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Rep. Pollert Rep. Ekstrom
_Rep. Bellew Rep. Kerzman
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Rep. Nelson

Rep. Wieland
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Absent

Floor Assignment

If the vote is on an amendment, briefly indicate intent:
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REPORT OF STANDING COMMITTEE
HB 1368: Appropriations Committee  (Rep. Svedjan, Chalrman) recommends
AMENDMENTS AS FOLLOWS and when so am